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Chilean Stand-By Arrangement with Fund 


The International Monetary Fund has extended for 
another 12 months its stand-by arrangement with the 
Government of Chile. This arrangement, as originally 
concluded in April 1956, authorized the Chilean Gov- 
ernment to purchase up to $35 million in currencies 
held by the Fund in order to maintain an orderly 
exchange market for a fluctuating peso. At that time 
also, a group of private banks in the United States 
agreed to provide credits totaling $30 million, and the 
U.S. Treasury to an exchange agreement in the amount 
of $10 million. All these arrangements were extended 
for one year in April 1957 (see this News Survey, 
Vol. IX, p. 309). 


The private banks, which also have announced a 


World Rice Market 


The total amount of rice available for export in 1958 
may be lower than for some years, owing to the liquida- 
tion of stocks and to short crops in exporting countries; 
the requirements of the main importing countries, how- 
ever, are likely to remain large. On the export side, 
the third forecast of the crop in Burma indicated an 
exportable surplus of 1.2 million tons, against an annual 
average in recent years of over 1.4 million tons, and 
this estimate may be reduced further. The stock posi- 
tion in Burma is still obscure, with reported shortages 
in physical supplies as against book figures, but the 
carry-over is believed to have been little more than 
200,000 tons, including rice and rice products from 
crops as far back as 1952, and it appears that export 
allocations will have to be reduced drastically. Stocks 
are little larger in Thailand, where the exportable sur- 
plus is unlikely to exceed 1.2 million tons; end-of-season 
stocks in Viet-Nam are reported to be small, while the 
new crop in Cambodia shows some decline. The carry- 
over in the United States on August 1, 1957 was some 
600,000 tons (in terms of milled rice), the smallest for 
three years; since output will be reduced appreciably in 
1958, less rice will be available from this source also. 
In Latin America, small quantities may be forthcoming 
from Ecuador and Mexico, but shipments from Brazil 
and Uruguay have virtually ceased. Drought has 
reduced the amount that British Guiana can supply to 
the West Indies Federation. Little increase can be 
expected from European sources, but the Egyptian 
surplus has been put at 400,000 tons. China remains 


renewal of the agreement until April 1959, are First 
National City Bank of New York, providing $10 million 
of the original $30 million credit; Chase Manhattan 
Bank and Chemical Corn Exchange Bank, both of 
New York, and Bank of America, San Francisco, each 
providing $5 million; Guaranty Trust Co. of New York, 
$1.5 million; Manufacturers Trust Co. of New York, 
$1.5 million; J. Henry Schroder Banking Corporation, 
New York, $1.1 million; and Grace National Bank, New 
York, $900,000. 
Sources: International Monetary Fund, Press Release, 
Washington, D.C., March 31, 1958; The 
Wall Street Journal, New York, N.Y., April 1, 
1958. 


as a possible source of supplies; shipments in 1957 that 
have been reported so far were below the high level of 


1956, but some increase in output is reported this 
season. 


Among importing countries, India is due to receive 
500,000 tons of rice in 1958 under the five-year agree- 
ment with Burma, and it is believed to be seeking fur- 
ther supplies; Pakistan is also expected to be a substan- 
tial importer again in 1958. The import requirements 
of Ceylon are expected to increase as a result of the 
earlier drought. Indonesia likewise still requires large 
imports of rice. 


Source: Intelligence Branch of the Commonwealth 
Economic Committee, Rice Supplement to 


Grain Bulletin, London, England, Janu- 
ary 1958. 


Europe 


U.K. Bank Rate 


The Governor of the Bank of England said in Lon- 
don on March 26 that the reduction in the bank rate to 
6 per cent (see this News Survey, Vol. X, p. 298) was 
not a reversal of the general direction of monetary 
policy. It was an adjustment from a rate which was 
required at a moment of high crisis to a rate more 
appropriate when that immediate crisis had been sur- 
mounted. The authorities should not allow themselves 
to be inhibited by psychological fears from moving the 
rate downward when a decrease is justified on merits. 
Otherwise, they will gradually feel less free to use the 
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bank rate with vigor, and for as ‘ong as may be 
required, at the decisive moments. 

The Governor said that successive Governments have 
taken the view that the United Kingdom’s interests are 
best served by a rising level of world trade and an 
increasingly multilateral basis of world trade. If that 
view is right, then it is nonsense to maintain that the 
international strength and utility of sterling, and the 
banking and financial services which London has to 
offer, are things which merely concern the City of 
London. It is true enough that overseas liabilities have 
imposed, on occasion, a heavy strain upon the United 
Kingdom, but the changed relation of assets to liabili- 
ties has been largely the result of the war. The burden 
would be no easier and might probably be harder if the 
United Kingdom should attempt to retreat into a world 
of compartmentalized and bilateralized currency ar- 
rangements. Any such retreat would be a major dis- 
aster and if, as has seemed possible, the United King- 
dom should run into a period when it would be more 
difficult to keep up the level of world trade, it would 
become all the more important that the attractions and 
usefulness of sterling as a trading currency should be 
developed and not reduced. 

The Governor referred to the present domestic posi- 
tion and said that inflationary pressures are still lurking 
around. With patches of recession round the world, 
the length and depth of which cannot yet be judged, but 
which look rather more threatening than they did in 
February, the worst service that could be done to pros- 
pects for high employment and living standards in the 
United Kingdom would be to allow inflation to continue 
and for the United Kingdom thus to become noncom- 
petitive in world markets. Until inflation is killed, the 
United Kingdom is surely bound to hold back many 
things which in themselves are desirable. 


Source: The Financial Times, London, England, 
March 27, 1958. 
Irish Bank Rate 


The Central Bank of Ireland announced on March 27 

a cut of 42 per cent in its discount rate, to 54% per cent. 

The rate was increased from 5 per cent to 6 per cent 
on September 30, 1957. 
Source: The Financial 

March 28, 1958. 


Financing of French Housing 

Persons in France who wish to build their own 
houses are entitled, as soon as they receive an authori- 
zation to build from the local authorities, to a govern- 
ment subsidy (prime) if the cost of construction per 
square meter does not exceed a specified maximum. 
For “low-cost” dwellings, the subsidy is 1,000 francs 
per square meter, and for “medium-cost” dwellings, it 


Times, London, England, 


is 600 francs. The recipients of these subsidies are also 
authorized to receive a loan from Crédit Foncier, a 
government credit institution specializing in the finan- 
cing of housing. The amount of the loan depends on 
the total construction cost of the dwelling. The per- 
centage of the total cost that may be covered by the loan 
is relatively high for the “low-cost” dwellings and low 
for “medium-cost” housing. 

By decrees published in the Journal Officiel of 
March 24-25, 1958, the French Government took 
measures to adjust these contributions toward the 
financing of new house building to recent increases in 
building costs. These measures will also stimulate the 
construction of the lowest cost dwellings and reduce 
credit facilities for the private construction of more 
costly dwellings. Under these decrees, the maximum 
construction cost per square meter that will niaké~a 
house eligible for a subsidy of © ~90 francs per square 
meter was increased by some 7 per cent, to take into 
account higher building costs. This maximum will be 
reviewed whenever the official index of building costs 
increases by at least 5 per cent. In addition, the per- 
centage of the total cost of construction of low-cost 
dwellings that may be covered by Crédit Foncier loans 
was increased from about 60 per cent to some 76 per 
cent. At the same time, Crédit Foncier was authorized 
to grant an additional loan to finance the acquisition 
of the land, architect fees, etc. It is estimated that, 
under the new system, the prospective builder has to 
provide approximately 25 per cent of the total cost of 
the new dwelling out of his own funds, compared with 
about 30 per cent under the previous system. For 
“medium-cost” dwellings, the percentage of the total 
cost of construction to be covered by Crédit Foncier 
loans was reduced from 70 per cent to 50 per cent, and 
the basis on which the construction cost is calculated 
for this purpose was lowered. 


The maximum construction cost per square meter 
permitted for public housing projects that qualify for 
full financing by the Treasury (habitations a loyer 
modéré) was increased by 8-10 per cent under the new 
decrees. As for , ‘vate construction, this will be re- 
viewed whenever the official index of building costs 
increases by 5 per cent. 


Source: Le Monde, Paris, France, March 26, 1958. 
Reduction of Netherlands Bank Rates 


For the second time in about two months the Nether- 
lands Bank on March 25 reduced its discount rates by 
one-half percentage point. The discount rate for eli- 
gible treasury and commercial paper was lowered from 
4.5 per cent to 4 per cent per annum; the rate on 
promissory notes was reduced from 5 per cent to 4.5 
per cent; for advances on current account and loans to 
firms and private persons, from 6 per cent to 5.5 per 
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cent; and on other advances, from 5 per cent to 4.5 per 
cent. The last decreases in the discount rates were on 
January 24, 1958 (see this News Survey, Vol. X, 
p. 235). 

The lowering of the discount rates is in accordance 
with developments in the money market, where interest 
rates have declined; it is not intended to stimulate 
credit expansion. To counteract the expansionary effects 
on bank liquidity of the inflow of foreign exchange in 
the past few months, the central bank increased the 
minimum reserve requirements for banks, i.e., the per- 
centage of their deposit liabilities that banks have to 
hold in noninterest-bearing cash balances at the central 
bank, from 4 per cent to 5 per cent on February 22, 
and to 6 per cent on March 22. 
Source;, De ,Maasbode,_. Rotterdam, 

March 25, 1958. 


Danish Repurchase from the IMF 


Denmark has arranged to repurchase the equivalent 
of $10 million of the $34 million (DKr 235 million) 
which it purchased from the International Monetary 
Fund in June 1957 (see this News Survey, Vol. X, 
p- 1). The repurchase has been made on Danish 
initiative. 

The repurchase results from a substantial improve- 
ment in Danish foreign exchange reserves: at the mid- 
die of February, net foreign exchange holdings were 
DKr 555 million ($80.4 million), an improvement of 
about DKr 600 million ($86.9 million) since the end 
of June 1957. Dollar holdings, which were DKr 502 
million ($72.7 million) at the end of June 1957, have 
risen to over DKr 700 million ($101.4 million). 

Politikens Ugeblad, commenting on the transaction, 
stated that the Danish initiative is wise because it shows 
that Denmark complies with the IMF principle that 
credit granted by the Fund should be only of a short- 
term.nature, and thus. it.can only strengthen Danish 
creditworthiness. 

Source: Politikens Ugeblad, Copenhagen, Denmark, 
March 23-29, 1958. 


Economic Conditions in Denmark 


The Governor of the National Bank of Denmark, 
Mr. Svend Nielsen, in the Bank’s 1957 report, states 
that Denmark’s main problems today are its inadequate 
foreign exchange holdings, its too small, and in part 
unproductive, investments, and the high level of unem- 
ployment. If progress is to be made in these sectors, 
the people must exercise restraint in their demands for 
higher incomes, the public sector must show caution 
in assuming new expenditure commitments, and indus- 
try must show moderation in respect of profits and 
prices. The international situation at the beginning of 
1958 is marked by a high degree of uncertainty regard- 


Netherlands, 
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ing the extent and duration of the recession in the 
United States. In Denmark, the characteristic feature 
of the boom period was rising prices and incomes, 
rather than expanding production and employment. 
Consequently, the increase in consumption kept pace 
with the growth in countries where economic progress 
in real terms was greater than in Denmark. Exports 
did not rise at a satisfactory pace, and productive 
investment was not so large as in most other countries. 
One of the reasons for the inadequate level of invest- 
ment was the fact that for so long monetary policy had 
to cope almost singlehanded with the constantly recur- 
ring foreign exchange difficulties, because the necessary 
fiscal measures either were inadequate or came too late. 
Monetary policy in Denmark has therefore been tight 
even at times when other countries were able to pursye 
a milder credit policy and hence to invest to a greater 
extent than Denmark. The improvement of budget 
finances by about DKr 400 million a year in the sum- 
mer of 1957—half by tax increases and savings on the 
current and investment budget and half by the improve- 
ment on the capital account budget through the issue 
of the Stabilization Loan—was therefore welcomed as 
a considerable advance. In any event, the Government’s 
financial requirements, which up to last summer had 
to be covered by substantial sales of bonds, have dis- 
appeared for the time being. Though other factors, and 
particularly the fall in the prices of certain imported 
products, played a big part in bringing about the 
decrease in the foreign trade deficit in the latter part 
of 1957, the measures taken to reform the government 
finances also helped to improve the foreign exchange 
situation. 

The restrictive effect of the Stabilization Loan bears 
on investment more than on consumption. At the same 
time, the investment incentive resulting from the relaxa- 
tion of the fiscal regulations governing depreciation 
will need some time to show results. For the moment, 
therefore, investment is tending to decline, as is reflected 
in diminished demand for credit. But it is difficult to 
distinguish the effect of the domestic measures from 
that of changes in the international trend. Low prices 
for principal agricultural products have made the farm- 
ing industry particularly restrained in its demand for 
credit. This waning demand for loans and the knowl- 
edge that the Government will not be required to sell 
bonds, at any rate for the time being, certainly formed 
part of the explanation of the appreciation of bond 
prices toward the end of 1957 and at the beginning of 
1958. The fall in interest rates in other countries may 
also have exerted a psychological influence. If the 
lower interest rate level is to be held, a steady increase 
in saving is essential, and there is therefore no case for 
relaxing that part of the tight finance policy which 
restricts consumption. Otherwise, the country will fall 
back into a hazardous course in which foreign exchange 
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crises—provoked by increases in consumption unac- 
companied by a rise in production—will alternate with 
measures restricting demand and impairing employment. 
If the objectives of stable employment, a greater volume 
of productive investment, and the accumulation of ade- 
quate foreign exchange reserves are to be achieved, 
continual increases in incomes which discount in 
advance an expected rise in production must at all 
costs be avoided. 

The foreign exchange measures adopted in 1957 
are no longer operating against a background of inter- 
national boom; therefore, it will not be so easy now, as 
it was in 1950-51 and 1954-55, to offset the decline 
in internal demand by greater exports. Only a country 
with a strong foreign exchange position can afford to 
combat recessions by stimulating internal demand. In 
Denmark, an increase in domestic demand unaccom- 
panied by a corresponding or greater rise in production 
or exports would soon overstrain the foreign exchange 
accounts and thereby bring about a fresh restriction of 
activity and a rise in unemployment. If the interna- 
tional recession becomes more profound, it will be 
necessary for the countries with strong foreign exchange 
positions to give a lead by adopting an expansionary 
policy which will provide better markets for the prod- 
ucts of Denmark and other countries. 

Source: Deutsche Bundesbank, Ausziige aus Pres- 
seartikeln, Frankfurt am Main, Germany, 
March 26, 1958. 


Reduction of Subsidies in Norway 


The Government of Norway has announced a change 
in its subsidy policy in order to reduce the amount of 
such payments. The reductions, to be carried out in 
March and in July, will total about NKr 300 million 
annually and will reduce total subsidies to about 
NKr 500 million. In March, subsidies on margarine, 
coffee, and milk products will be reduced or abolished, 
and retail prices will rise correspondingly. This reduc- 
tion will represent a saving of NKr 162.6 million. 
Shortly after July 1, subsidies on milk will be reduced 
further, and those on meat will be cut. It is estimated 
that the effect of the reductions will be to increase the 
cost of living index by 5.2 points. Thus a rise is esti- 
mated from 155 in March to close to 160 (1949=100). 
The cost of living index then will be 7 points higher 
than in December 1957, and, according to the wage 
agreement, negotiations for a corresponding increase in 
wages will take place. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, March 19, 1958. 


Agricultural Prices in Finland 


It became obvious in January of this year that the 
export premiums paid in Finland for agricultural prod- 


ucts would be substantially less than had been estimated 
last August. Since, under the law on the determination 
of farm income, such a development requires an adjust- 
ment of farm income, the Government, after long 
discussions, has decided to increase the retail price of 
milk by Fmk 2 per liter, or by about 6 per cent; in 
Helsinki the increase will be Fmk 3. The retail price 
of cheese will be raised by Fmk 30-35 per kilogram. 
On the other hand, the retail price of butter will be 
lowered by Fmk 40, to Fmk 496 per kilogram, by 
increasing the subsidies by Fmk 4.2 billion per annum. 
By this measure, it is hoped to increase domestic con- 
sumption of butter and to reduce exports. 

The Government has also decided to abolish the 
two-price system for grain by raising the price of im- 
ported grain to that paid for domestic grain. The two- 
price system has not been successful and has hampered 
domestic grain production. Moreover, the abolition of 
the system will raise government revenue by Fmk 4.5 
billion per year. The retail price of flour will be 
increased by Fmk 13-19 per kilogram, to about 
Fmk 62-83. 

It has been estimated that the new prices will raise 
the cost of living index by 1 point, or 0.8 per cent. 


Sources: Hufvudstadsbladet, Helsinki, Finland, 
March 20 and 21, 1958. 
Private Discount Market in West Germany 


Discussions are expected to be held in the near 
future between representatives of commercial banks and 
of the Bundesbank regarding the re-establishment of 
a discount market for first-class paper in Germany. 
The initiative for these discussions is said to have been 
taken by the Bundesbank. A list of requirements has 
been drawn up covering both questions of a general 
character and the techniques to be applied in the mar- 
ket. Since the market in first-class bills—discounted at 
favorable rates—would narrow the interest rate margin 
at which banks work, it is understood that commercial 
banks are pressing the Bundesban‘ for concessions, 
possibly in the form of lower minimum reserve require- 
ments. Up to 1956, the minimum reserve requirements 
were increased regularly, in line with the raising of 
discount rates. When the discount rates began to be 
reduced from the end of 1956 onward, the minimum 
reserve ratios still continued to be raised, partly in 
order to draw off the heavy inflow of foreign exchange. 
Now that the foreign exchange situation has returned 
to normal, the banks consider the time ripe for a lower- 
ing of minimum reserve ratios—a step which would 
improve their interest rate margin. Banks also wish to 
have nonresident balances made interest-bearing in the 
future; this would enable short-term foreign funds to be 
put to use in the future discount market in first-class 
bills and would also help to realize the Bundesbank’s 


INTERNATIONAL FINANCIAL News Survey, April 4, 1958 


desire for the international money market to be more 
closely knit with the German market. Protracted nego- 
tiations are expected before any results are achieved, 
and the market is not likely to be established before 
the end of the year. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 14, 1958. 


Austrian Balance of Payments 


Austria’s balance of payments on goods and services 
account for 1957 showed a surplus of $30.9 million, 
considerably above the surplus of $11.5 million re- 
corded for 1956. Imports in 1957 were $1,128.3 mil- 
lion, and exports (including compensation deliveries to 
the U.S.S.R.) were $1,021.0 million; thus there was 
a trade deficit of $107.3 million. However, service 
items, of which gross receipts of $146.2 million on 
account of tourism were the most important, showed a 
surplus of $138.3 million. On capital account, there 
was a surplus of $46.6 million. Unrequited exports to 
the U.S.S.R. amounted to $42.5 million. Austria’s 


over-all balance of payments surplus for 1957 was 
$95.0 million, with an estimated surplus of $59.9 mil- 
lion for unrecorded transactions; the over-all surplus 
for 1956 was $52.5 million. 


Source: Osterreichische Nationalbank, Méitteilungen, 


Vienna, Austria, February 1958. 


Monetary Stability and Economic Development in Greece 


In a policy speech to the Commercial League of 
Salonika, Professor Zolotas, Governor of the Bank of 
Greece, stressed the importance of monetary stability 
to the Greek economy and its development. He said 
that in 1957 definite progress had been made toward 
stability of the price level and increased confidence in 
the currency. The cost of living index rose during the 
year by less than 3 per cent and the retail price index 
by less than 1 per cent. At the same time, interest in 
the hoarding of gold sovereigns faded, the free market 
price of the dollar kept close to the official rate of 
exchange, and the drachma was being accepted by 
foreign banks as a stable currency at the official rate 
of exchange. 

These developments must be safeguarded through 
appropriate credit and fiscal policies. The measures 
taken in 1956, which included higher interest rates, 
resulted in a spectacular increase in savings and other 
deposits; between May 1956 and December 1957, 
savings deposits rose from Dr 755 million to Dr 4,104 
million. The increase of deposits enabled the commer- 
cial banks to extend substantial credits to the economy 
without recourse to the Bank of Greece. The propor- 
tion of such credits financed from Bank of Greece funds 
declined from 10.5 per cent in 1955 to 3.9 per cent 
in 1957. An exception to this noninflationary provi- 
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sion of credit was the financing of the agricultural sector 
by the Bank of Greece through the Agricultural Bank. 
It is hoped, in future, to adjust the interest rate struc- 
ture so that the Agricultural Bank can obtain part of its 
funds from private deposits. 

Perhaps the most crucial factor influencing monetary 
stability in Greece is the Government’s fiscal policy, 
including not only the budget of current receipts and 
payments but also government investments and all 
extrabudgetary operations in support of special com- 
modities or sectors of the economy. An over-all deficit 
in the Government’s accounts would be noninflationary 
only if financed from the counterpart of U.S. aid that 
represents the value of imports effected within the 
current fiscal year, or from savings of the public and of 
official bodies. The use of counterpart funds accumu- 
lated in previous fiscal years is equivalent to using 
Bank of Greece funds. Any surplus in the Govern- 
ment’s operations should be used for financing economic 
development and not for increasing consumer incomes. 

A serious source of inflationary pressure in recent 
years has been the tendency for monetary incomes to 
increase more rapidly than production and to be spent 
on consumption. A general increase of this sort will 
result in a rise in prices, except insofar as it is directed 
to greater imports, which in turn constitutes a serious 
danger to the foreign exchange position of the country. 
The tendency has been strongest in regard to agricul- 
tural and business incomes. Industrial wages have not 
risen unreasonably. Laborers and employees have con- 
fined their claims for wage and salary increases to limits 
not exceeding the increase in productivity. A consid- 
erable part of the increase in agricultural incomes in 
recent years has been due to increased prices for certain 
commodities obtained by pressure from the interests 
involved rather than as a result of changes in the condi- 
tions of supply and demand. In the case of exportable 
products, any tendency to push domestic prices above 
world prices hinders exports and puts a burden on the 
budget. Business incomes have increased greatly in 
the last few years. While part of the increase, derived 
from productive enterprise, has been usefully reinvested, 
much of the income from trade, particularly import 
trade, has been spent on luxury consumption (partic- 
ularly of imports) and nonproductive investment. In a 
poor country, where a large part of the population has 
a very low standard of living, this is unacceptable. 
Further steps should be taken to ensure more efficient 
tax collection, and taxation incentives for productive 
investment should be provided. 

Economic development is incompatible with condi- 
tions of serious inflation, but underdeveloped countries 
in the process of development find it particularly diffi- 
cult to maintain monetary stability on account of pres- 
sure to raise the standard of living and of the scarcity 
of savings. Underdeveloped countries are also especially 
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liable to deficits in the balance of payments through the 
pressure of imports. To deal with these tendencies, 
besides appropriate credit and fiscal policies and the 
restraint of money incomes, development should be 
accelerated to increase real incomes, and production in 
sectors where foreign exchange can be earned or saved 
should be especially expanded. 

The function of the Government in developing the 
economy is first to carry out itself certain basic projects 
prepared after exhaustive studies by domestic and for- 
eign experts. In Greece, the Government has made less 
progress than was desirable in the last few years with 
basic investments of this sort. Its other function is to 
create, through credit and tax incentives, among other 
measures, a favorable atmosphere for privat+ invest- 
ment in productive enterprise. Businessmen, on the 
other hand, instead of exclusively pursuing quick and 
easy profits should take a longer and more imaginative 
view of their contribution to the economy, and should 
be prepared to cooperate with the Government, with 
their own shareholders, and with foreign business inter- 
ests. Although the conditions which have produced 
misunderstandings and disappointment in the relations 
between the Government and businessmen have recent- 
ly improved, there must, in the future, be no retroactive 
and unforeseeable decisions by the Government and 
no concealment of profits or capital flight. In certain 
industrial and mining projects, if private initiative is 
not forthcoming, the Government should step in to 
execute the projects, perhaps through the medium of 
semiofficial corporations with ownership divided be- 
tween the Government and the public. 

Commercial banks have an important part to play in 
development in underdeveloped countries. They should 
not only be ready to channel their available funds to 
productive enterprises but, where necessary, should 
themselves take the initiative, as they have not done 
so far, in helping to establish such enterprises and in 
putting at their disposal administrative facilities and 
financial and technical advice. 

Only by the active cooperation of Government, pro- 
ducers, and banks can economic development and 
monetary stability, which are mutually dependent, be 
achieved. 


Middle East 
Egypt's Exchange Arrangements 


Following discussions between Egyptian cotton ex- 
porters and the Ministry of Trade and Industry, export- 
ers of all Egyptian products except rice were permitted, 
as of March 4, to offer discounts of 23 per cent on the 
value of their exports to all countries other than those 
with which Egypt has agreements stipulating payments 
in Egyptian pounds. Exporters were in turn to be 
compensated fully by receiving a premium of 30 per 
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cent on specified currencies surrendered to the National 
Bank of Egypt from proceeds of exports. A similar 
arrangement was extended on March 5 to tourists, who 
were given a premium of 30 per cent on the following 
currencies: U.S. and Canadian dollars, Swedish kronor, 
Danish and Norwegian kroner, sterling from the No. 1 
account, Netherlands guilders, Swiss francs, free Bel- 
gian francs, and Italian multilateral lire. Specifically 
excluded from these arrangements were Suez Canal 
dues and receipts from bunkering and other ships’ 
disbursements, which were still transacted at the official 
rate. 

No information is yet available on the effect that the 
measures may have had on cotton sales, but Egyptian 
cotton exports to Western Europe are expected to rise. 
In fact, the 23 per cent, discount brought. Alexandria 
cotton prices below the levels prevailing abroad, and 
the authorities responded by reducing the discount to 
21 per cent, which corresponds to a reduction in the 
premium from 30 per cent to 27 per cent. The same 
reduction was applied to tourists on March 10. On 
March 17, the National Bank of Egypt announced that 
it would fix the rate for the new export pound on a 
day-to-day basis, taking into consideration quotations 
for the Egyptian pound in the free markets. 

Sources: The Financial Times, London, England, 
March 11, 1958; Al Ahram, Cairo, Egypt, 
March 13, 1958; The Journal of Commerce, 
New York, N.Y., March 17, 1958. 


Sudan Cotton Reserve Prices 


The Gezira Board of the Sudan has announced that 
its reserve prices for the 1957-58 marketing season, 
starting on March 25, are 10-12 per cent lower than 
the reserve prices for most grades of long-staple cotton 
maintained since the reductions of November 19, 1957 
(see this News Survey, Vol. X, p. 197) and 25-30 per 
cent lower than the reserve prices fixed at the outset 
of the 1956-57 marketing season. The Government has 
also announced that, effective March 20, the export 
duty on cotton is LSd 1.0 per kantar of long-staple 
cotton, compared with LSd 1.5 per kantar since Novem- 
ber 19 and LSd 3.0 per kantar in March 1957 (1 kan- 
tar=99.05 pounds). The duty on American-type 
cotton is unchanged at LSd 1.0 per kantar of rain- 
grown varieties and LSd 0.9 on irrigated varieties. 
Government revenue from this source, estimated at 
LSd 7.0 million for fiscal 1957-58, is expected to drop 
to LSd 2.0 million. 


Despite the fact that Sudan cotton has recently been 
moving at a satisfactory rate, the reductions in reserve 
prices have been made in order to meet intensified 
competition from Egyptian cotton, which is now offered 
at discounts amounting to 21 per cent. The Sudan has 
a carry-over of about 200,000 bales, but the 1957-58 
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crop will be considerably smaller than that of 1956-57 
and inferior in quality. Production of American-type 
cotton has actually increased from an estimated 173,000 
kantars in 1956-57 to 310,000 kantars this year, 
whereas production of the long-staple varieties has 
fallen to about 1.5 million kantars, from 2.7 million 
last year. 
Sources: Middle East Economic Digest, London, Eng- 
land, February 21, 1958; Sudan Gezira 
Board Announcement, Khartoum, Sudan, 
March 15, 1958. 


Ethiopian Industry 


The census of industrial production in Ethiopia for 
1955 indicates that 142 manufacturing firms with five 
or more employees were in operation. Gross industrial 
output amounted to $28.4 million, and value added 
amounted to $13.2 million. This does not include 
electric power, cleaning and grading of coffee and 
oilseeds, and cigarette manufacturing. Net value added 
by these industries was $4.2 million. Industrial employ- 
ment in 1955 amounted to more than 16,000 persons, 
and the wage bill totaled $3.9 million. 

Source: Department of Commerce, World Trade In- 
formation Service, Part 1, No. 58-11, Economic 
Reports, Basic Data on the Economy of Ethi- 
opia, Washington, D.C., January 1958. 


Free Zone in Bahrein 


Effective January 1, 1958, an ad valorem duty of 
2 per cent on goods in transit has been removed by the 
Government of Bahrein in an effort to establish a free 
transit zone in the Persian Gulf. Since there is also to 
be some increase in storage charges, the immediate gain 
to traders will not be the full extent of the reduction of 
duty. But goods in transit may now be stored in cus- 
toms warehouses for an indefinite period at the discre- 
tion of shippers without any increase in charges, whereas 
previously charges collected increased with the length 
of the storage period. The procedure in storing and 
clearing goods has also been greatly simplified. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., March 24, 1958. 


Iraq's Petroleum Receipts 

The Iraq Petroleum Company has agreed to a request 
from the Iraqi Government that its share of the Com- 
pany’s oil revenues should be paid to it in the foreign 
currencies for which the oil has been sold. Prior to this 
arrangement, the Government's oil receipts were in 
sterling and, as a member of the sterling area, Iraq drew 
on the sterling pool for its hard currency requirements. 
Source: Middle East Economic Digest, London, Eng- 

land, March 7, 1958. 


Oil Production in Iran 


Iran’s production of crude oil exceeded 245 million 
barrels in 1957 and surpassed by 11.4 per cent the 
consortium’s guaranteed delivery. Payments by the con- 
sortium to the Government of Iran in the form of 
income tax and royalties amounted to $209.5 million, 
a sharp increase over the $152 million for 1956. In 
addition, the consortium bought $42.7 million of local 
currency to meet local operating expenses. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 24, 1958. 


Credit Bank of Iran 


The Bank Control Board in Iran has approved an 
application to form the Credit Bank’ of ‘Tran; ‘51 ‘per 
cent of its capital is to be subscribed by Iranian inter- 
ests and 49 per cent by three French banks—Crédit 
Lyonnais, Banque Nationale du Commerce et de I’In- 
dustrie, and Banque d’Indochine. 


Source: Iran Press Bulletin for Trade and Economics, 
Tehran, Iran, February 24, 1958. 


United States and Canada 


Revision of U.S. Oil Import Quotas 


President Eisenhower has reduced U.S. oil import 
quotas under the voluntary import program and has 
placed government purchases of oil and petroleum 
products under the “Buy American” Act. (The latter 
means that U.S. products will be preferred unless they 
are priced unreasonably above foreign products.) Im- 
porters operating east of the Rocky Mountains will be 
permitted to import an average of 713,000 barrels 
daily, effective April 1. This is an 8 per cent reduction 
from the current recommended level of 771,400 barrels 
daily. The reduced quota, however, also provides for 
the entry of 14 new importers into the program. As a 
result, present importers will be required to reduce 
their imports by about 15 per cent. Companies not 
complying with the new quotas will be barred from 
selling to the Government. 

Source: The Wall Street Journal, New York, N.Y., 
March 28, 1958. 


Monetary Policy in Canada 


The Governor of the Bank of Canada, in his annual 
report to the Minister of Finance for the year 1957, 
stated that, although inflationary pressures moderated 
in the latter part of 1957 and economic activity is sta- 
tionary or declining in some parts of the western world, 
the basic inflationary forces, which have been dominant 
most of the time since the end of World War II, have 
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not disappeared. The Canadian economy, which is 
highly sensitive to external influences, was affected in 
1957 by the decline in world demand, especially for 
some raw materials, and by falling prices. Domestic 
demand also slackened, owing mainly to a leveling off 
and eventual decline in the investment boom, which 
had been one of the most important factors in the 
upswing of the previous two years. The cumulation of 
heavy investment in the major trading countries seems 
to have created a world excess capacity in some sectors, 
such as pulp and paper and aluminum, and Canadian 
producers have therefore curtailed their investment 
activity. 

With the offsetting effects of fairly stable consumer 
spending, declining imports, and higher government 
expenditure, Canada’s gross national product in 1957 
reached about $31 billion, 3 to 4 per cent more than 
in 1956; when price rises are taken into account, how- 
ever, physical output was almost the same in both years. 
During the second half of 1957, the upward trend was 
noticeably reversed in several sectors of the economy 
and employment fell off; unemployment rose steadily 
and in December it amounted to more than 6 per cent 
of the labor force. 

The expansion of bank credit ceased after mid-1957, 
in response to slower business activity. The cash sur- 
plus of the Federal Government, which had tended to 
have an anti-inflationary effect in 1956, was reduced 
considerably, and by the fourth quarter there was a cash 
deficit, which tended to increase private assets. 

The change in fiscal policy and a smaller demand 
for bank credit from business and consumers resulted 
in a lessening of the strain on bank reserves. Moreover, 
the Bank of Canada added an unusually high amount 
to chartered bank reserves through open market and 
other operations in the fourth quarter. This enabled 
the banks to rebuild, in part, their government security 
portfolios which had been heavily reduced during the 
preceding two years. The increase in currency and 
privately held deposits was almost the same as in 1956, 
about $310 million, and the active money supply (ex- 
cluding savings deposits), which had contracted in the 
first half of the year, rose by $140 million or 4 per cenit, 
in the second half. Partly reflecting chartered banks’ 
purchases of government securities and Bank of Canada 
open market operations in the third and fourth quarters, 
yields of government securities declined after August; 
by the end of 1957, the treasury bill rate was about 
4 per cent below the high rate of 4.08 per cent that 
had been reached in August. The discount rate fell 
correspondingly. With the sharp decline in industrial 
issues in the second half of the year, industrial bond 
yields dropped by about % per cent, and bank interest 
rates on prime credits were reduced from 5% per cent 
in August to 542 per cent in December. 

In addition to its direct monetary operations, the 
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Bank of Canada in an agreement with the chartered 
banks in March 1957 encouraged their activity in the 
mortgage lending field, from which they had withdrawn 
almost completely. In February 1958, restrictions 
against the extension of large long-term loans by char- 
tered banks were relaxed, and the banks were freed 
from limitations, which had been imposed in 1955 and 
1956, on the extension of lines of credit for finance 
companies. 

The report shows some concern about the position 
of small business in bank financing during past and 
future periods of credit restraint. It points out the 
importance of this group and suggests that any ration- 
ing of resources in the future should not affect small 
borrowers. In the past, however, the Industrial Develop- 
ment Bank has assisted many small firms to obtain 
equity capital and fixed capital. 

Source: Bank of Canada, Annual Report of the Gover- 
nor to the Minister of Finance, 1957, Ottawa, 
Canada. 


Other Countries 


South African Interest Rates 


The South African commercial banks, in consulta- 
tion with the Reserve Bank, raised their interest rates 
for certain borrowers by % per cent from March 10. 
From March 3 they offered increased rates to lenders, 
3% per cent (instead of 3%) for three-month to six- 
month loans, and 3% per cent (instead of 342) for 
six-month to twelve-month loans. 


Source: The Times, London, England, March 10, 1958. 


Repurchase from the Fund 


A repurchase from the Fund by Turkey in Janu- 
ary 1958 of Turkish liras equivalent to US$4 million 
is recorded in International Financial Statistics, 
April 1958. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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